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HATIONALIST CHINESE-JAPARESE RELATIONS

: ¥ationzlist Chinesc-Japanese relations have seriously deteriorated
over the pasi two weeks because of sationalist objections to a
recently concluded Japanese private trade agreement with
Communist China,
i A. Chiang particularly objects to provisioa slliowing Communists
to fly their fisg in Tokye.
1. BEe is not likely to compromise on red flag.
II. ©n 18 Mmrch Netiooalists broke commercial relations with Japas
fdllowing earlier suspeasion of asgotistions for trade ngreen@nt;
A, Stopping trade will hurt Taiwan more than Japen; Japanesc
can get sugar and rice slsewhere.
i, Hstionalistis amy be Iersed to ask U8 to bail them out,
111. Nationalists are ready to take further reprisals against Japam i
controversy continues at preseat emotional pitch.
A. Possible sctions iaclude:
1. Promotion of beycott of Japsnese goods by pro-Nationalis:
.ﬂvcrseus‘Chinese.
2. Seizing Jspsnese merchant ships ssiling near Taiwan,
presusably bound for mainland ports.
3, Staging popular demonstrations sgsinst Japanese at Taipeli.
Iv. Japanese-Chinese Communist agresment is for $98 million each
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way. It includes COCOM enhbargoed goods,

State Dept. review completed. - . -
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A. Agreement not really vital for Japanese trade; chiel

siguificance is pelitieal.

Y. Prime Minister Kishi publicly sccused trade representativesof
excesding their suthority in agreeing to terms which oaly the

govt can grant,

A, Kishi informed Ambassador MaciArthar he woudd sot resist

pressures for trade with sairland since this is an election

rear,

VI. Japanese foreign ministry officisl beslieves Peiping will not

give mp the right to fly &= flag.

A. Be feels Communists consider flag isswe an excellent

epportunity te irriimte Japacese-Matienalist relations

whick is even more important than trade,
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